
Request approval and delegated authority for Director of Health Services to 
enter into a sole source agreement with George Clarke, LLC to provide 
assistance to the Department of Health Services with its Medicare 
disproportionate share hospital-Medicaid eligible day appeal for the fiscal 
years 1988-89 through 1992-93 on a contingent fee basis.  

SUBJECT

April 16, 2013

The Honorable Board of Supervisors
County of Los Angeles
383 Kenneth Hahn Hall of Administration
500 West Temple Street 
Los Angeles, California 90012
 
Dear Supervisors:

APPROVAL OF CONTINGENCY FEE, SOLE SOURCE AGREEMENT TO 
PROVIDE SUPPORT FOR MEDICARE DISPROPORTIONATE SHARE 

HOSPITAL APPEAL
(ALL SUPERVISORIAL DISTRICTS)

(3 VOTES

IT IS RECOMMENDED THAT THE BOARD:

Authorize the Director of Health Services (Director), or his designee, to 
execute a sole source agreement with George Clarke, LLC (Contractor) to 
provide assistance on a contingent fee basis to the Department of Health 
Services (Department) in connection with its appeal of the count of Medicaid 
eligible days used to determine Medicare disproportionate share hospital 
(DSH) payments for fiscal years 1988-89 through 1992-93.
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PURPOSE/JUSTIFICATION OF RECOMMENDED ACTION

Approval of the recommendation will allow the Director to execute a sole source agreement, 
substantially similar to Exhibit I, with the recommended Contractor for assistance with the 
Department's Medicare DSH-Medicaid eligible days appeal for the fiscal years1988-89 through 1992
-93.  Medicare makes supplemental payments to large urban disproportionate share hospitals.  
These payments increase as the number of days of care which were provided to individuals who 
were eligible for Medicaid (but not Medicare) on such days, increases.  

Four County hospitals appealed the determinations of Medicaid eligible days used to calculate their 
DSH payments during the audits for fiscal years1988-89 through 1992-93.  To prevail in those 
administrative appeals, which are pending in a single case, the Department must demonstrate that it 
provided specific additional days of care to individuals who were eligible for only Medicaid on the 
date of service.  Relevant days for this purpose include days where Medicaid eligibility existed, but 
Medicaid did not actually pay for the care.  

Gathering all the necessary information and documentary or electronic support is time consuming 
and difficult, since the data is patient and day specific.  Further, a full understanding of the basis for 
Medicaid eligibility is required.  The Department does not have adequate internal resources who can 
dedicate the necessary time.  The Contractor has had considerable experience and success in 
gathering and organizing this type of information in a way which has allowed the Medicare 
Administrative Contractor (MAC) to accept the additional days.  Compensation for services is based 
on a contingency fee equal to 15 percent of any additional Medicare reimbursement received as a 
result of the firm’s efforts.  For all but fiscal year 1992-93, the Contractor will provide the primary 
support; for fiscal year 1992-93, the firm will provide additional support after primary support is 
provided by RSG, another vendor.

Implementation of Strategic Plan Goals

The recommended action supports Goal 2, Fiscal Sustainability, of the County’s Strategic Plan.

FISCAL IMPACT/FINANCING

Because the additional days have not yet been identified, it is difficult to estimate how much 
supplemental Medicare could be generated from these appeals.  However, based on appeals for 
other fiscal years, it is possible that the amount, even after payment of the contingency, would result 
in hundreds of thousands of dollars in additional federal reimbursement for each of the fiscal years.  

Payment to the Contractor is based on a fifteen percent contingency; thus, the County will have no 
liability for payment for these services unless additional Medicare reimbursement is achieved.  
Payment for these services would likely be due during Fiscal Year (FY) 2014-15 and will be 
requested in the FY 2014-15 budget process.

FACTS AND PROVISIONS/LEGAL REQUIREMENTS

Medicare has designated all of the Department's hospitals as DSH for the fiscal years at issue, which 
entitles them to supplemental Medicare payments.  The amount of the supplemental DSH payment 
at LAC+USC Medical Center, Harbor-UCLA Medical Center, King/Drew Medical Center and Olive 
View-UCLA  Medical Center varies with the ratio of days of care provided to patients who were 
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eligible for Medicaid on those days, but not also eligible for Medicare, to total days for all hospital 
patients.  These hospitals believed that the number of Medicaid eligible days that were determined 
during the Medicare cost report audit was understated and therefore appealed to the Provider 
Reimbursement Review Board.  Most notably, the audited numbers did not include any days 
provided to Medicaid eligible patients where Medi-Cal did not pay for the care.  The MAC has 
indicated that it would consider an administrative resolution of this appeal.  However, it has 
established a rigorous protocol for demonstrating that an unpaid day was provided to an eligible 
Medicaid beneficiary.  Identifying these unpaid days to eligible persons, as well as finding additional 
paid days that were not recognized during the audit, is difficult and requires special expertise, and 
meeting Medicare's proof requirements is time consuming.  Accordingly, the Department believes 
that it must have outside expert assistance to be successful in its appeal. 

For fiscal years 1988-89 through 1992-93, the Department originally solicited via a Request for 
Proposal process, and awarded the contract to another vendor on a contingency basis.  This vendor 
was unsuccessful in identifying incremental Medicaid Eligible days because of the number of records 
and the Department’s system complexities.  The Department decided that it was better served by 
focusing its consultants on later fiscal years, particularly those which had not yet been audited, and 
on the appeals for fiscal years 1998-1999 through 2000-2001.   

In May, 2012, the Provider Reimbursement Review Board (PRRB) turned its attention to this appeal, 
and set it for hearing.  The hearing is presently scheduled for December 23, 2013, and the PRRB 
has signaled an unwillingness to extend the date.

Upon receiving the PRRB’s notice, the Department began gathering the records necessary to 
prosecute the appeal.  In July 2012, it proposed contracting for assistance with this appeal with a 
vendor who was providing similar services as a secondary vendor for other fiscal years.  That vendor 
failed to follow through with the negotiations in a timely manner, and due to a loss of key personnel, 
may no longer be able to produce optimal results.

The Department has now selected the recommended Contractor to provide the necessary expert 
assistance for fiscal years 1988-89 through 1991-92.  Pursuant to the proposed contract, he will use 
various data bases to identify additional Medicaid eligible days for each facility, present them to the 
MAC in an attempt to resolve the appeal, and assist in providing any supporting documentation the 
MAC requires.  If the matter cannot be resolved, the Contractor will provide support and testimony at 
the administrative hearing.  

For fiscal year 1992-1993, the Department has already selected RSG, a subcontractor to Apollo, as 
the primary provider of this type of assistance.  However, the firm has demonstrated an ability to 
identify additional days not identified by RSG.  Accordingly, the proposed contract would provide for 
the Contractor to provide a secondary review and assistance in connection with fiscal year 1992-93 
as well.  
 
County Counsel has approved Exhibit I as to form.

CONTRACTING PROCESS

This contract is being recommended as a sole source agreement for several reasons.  First, there is 
not sufficient time, given the hearing date, to engage in a solicitation for these fiscal years.  Nearly 
4.3 million records have to be reviewed, completed using data from other databases, and evaluated 
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to cull out the Medicaid eligible days.  Days for dually eligible patients must then be removed, and 
the remaining days reformatted and validated through a state system before they can be presented 
to the MAC.  Historically that process has taken two months per fiscal year.  

The MAC then audits the data, and negotiations over audit findings occur.  Accordingly, all of the 
remaining time before the hearing is necessary to complete the work in a way which will have a 
successful result.  Second, the Contractor is familiar with the Department's records and systems in 
place at the time of the hearing.  Accordingly, the Contractor would have a shorter learning curve 
than other contractors who provide this type of work, which is important given the limited period of 
time available to gather and present the information to the MAC.  Further, the Contractor has 
experience with assisting County patients achieve eligibility, and thus is unusually familiar with 
atypical forms of records which support eligibility.  The firm’s efforts to perform a secondary review in 
connection with other fiscal years where a substantial amount of additional eligible days were 
identified demonstrate that the Contractor is very capable in performing these services efficiently and 
effectively.

For the reasons stated above, the insufficient time to solicit these services using a formal request for 
proposal, and given the Contractor’s qualifications, the Department deems this project emergent and 
the contract in the best interests of the County. 

Attachment A is the sole source checklist in compliance with Board Policy 5.100.

IMPACT ON CURRENT SERVICES (OR PROJECTS)

Approval of the recommendation will assist the Department in increasing its Medicare DSH 
payments for the fiscal years at issue, which support the services it provides to all of its patients. 

Respectfully submitted,

Mitchell H. Katz, M.D.

Director

Enclosures

Chief Executive Office
County Counsel
Executive Office, Board of Supervisors
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ATTACHMENT A

SOLE SOURCE CHECKLIST
George Clarke, LLC

Check JUSTIFICATION FOR SOLE SOURCE CONTRACTS
(-n

Identify applicable justification and provide documentation for each checked item.
X ~ Best Interest of the County (other)

The Disproportionate Share Recovery Services (DSRS) for fiscal years ended (FYE) June 30, 1989 through FYE
June 30, 1993 are required with such a compelling urgency that it precludes Department of Health Services (DHS)
from utilizing a full and open competition to solicit proposals, given the time remaining to analyze the data and
prepare for Medicare's administrative hearing. The DSRS in this agreement relate to a pending administrative appeal
on Medicare disproportionate share hospital payments and involve providing assistance to the DHS in identifying
Medicaid eligible days used to determine the amount of such payments, presenting them to the Medicare
Administrative Contractor (MAC) for settlement purposes and assisting with the presentation of such data at hearing
if necessary. The administrative hearing is presently scheduled for December 23, 2013, before the Provider
Reimbursement Review Board ("PRRB"). The hearing date was previously postponed once to allow another vendor
to analyze the data, but that vendor failed to produce any useful results and PRRB has signaled an unwillingness to
postpone the case again.

DHS developed a methodology to address working on the appeals which involved focusing on the later period (FYEs
6/30/99 -6/30/01) first, in an effort to establish a procedure with the MAC which could be applied to the earlier years
on appeaL. However, in May 2012, the PRRB set a firm hearing date for the earlier period (FYE 6/30/89 through
6/30/93). DHS sought to have an existing vendor work on the earlier fiscal years, while beginning to gather essential
information. Those efforts to utilize the existing vendor did not produce results, but did consume valuable time to
obtain alternative services under a solicitation. In addition, the existing vendor did not follow through with the
negotiations in a timely manner and also experienced a loss of key personneL.

The work entailed to prepare for the appeal will require the contractor to reformat existing data, which involves nearly
4.3 millon records and compare them against various databases to improve their accuracy and completeness and to
identify the potentially claimable Medicaid eligible days. The Contractor must determine and remove days which
relate to Medicare beneficiaries and perform a quality assurance review. For each facility and fiscal year, the
Contractor must then validate its findings against State records, using reformatted files. Final reports must be
prepared in formats that comply with Medicare regulations and as requested by the MAC. Preparing these final
reports for each fiscal year takes approximately two months, and there are five fiscal years in the appeaL. The final
reports of eligible days must then be presented to the MAC for audit, as part of the resolution process. The audit and
resolution process with the MAC often takes months, and must be completed by the beginning of December so that
the County will have adequate time to prepare for hearing if a resolution cannot be achieved. Failure to be fully
prepared for this hearing could result in substantial revenue loss.

The preparatory work to settle the case or be ready for hearing is a significant undertaking and cumbersome,

because the patient demographic data is very old and the systems on which it is found have changed. The retention
of George Clarke, LLC reduces the learning curve that any vendor would have in working with this data because Mr.
Clarke is familiar with the hospital information systems and various databases that were utilized by the County during
the 1990's. Further, in connection with other later, fiscal years, Mr. Clarke personally demonstrated an ability to
identify a substantial amount of additional eligible days that were not identified by other vendors. Thus, he had
demonstrated exceptional ability to perform the DSRS.

A solicitation would take at a minimum, several months and would not leave an adequate amount of time to
adequately prepare for the hearing. DHS believes it is in the County's best interest to retain George Clarke, LLC due
to his expertise and ability to identify additional reimbursable days in a short timeframe which has the potential to
qenerate additional revenue for the County.
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